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Proposals for a New Foreign Service Compensation 
System in the 1 10 th Congress 



Summary 

Proponents of revisions in the Foreign Service compensation system point out 
that as increasing numbers of Foreign Service personnel are going to posts of 
increased hardship and danger, Foreign Service personnel serving abroad receive 
20.89% less than their colleagues who are posted in Washington, D.C. due to the loss 
of locality pay when serving abroad. These proponents of revision maintain that this 
difference negatively impacts morale and assignment considerations, and eventually 
retention also. Both the 109 th and 110 th Congresses have considered proposals to 
eliminate this pay difference. 

The American Foreign Service Association (AFSA) has been working for 
several years with congressional supporters to change the compensation system. 
Since FY2007, the George W. Bush Administration has requested funds to create a 
new performance-based compensation system for the Foreign Service and eliminate 
the pay differential. For FY2009, the Administration requested $34.7 million for the 
first stage of a transition to pay equity. The Senate Appropriations Committee 
provided sufficient funding to meet the Administration’ s request in its appropriations 
bill, S. 3288, reported on July 18, 2008. 

The “Foreign Service Overseas Pay Equity Act of 2008,” H.R. 3202, as 
amended, would eliminate the pay differences over three years. This bill was referred 
to both the House Committee on Foreign Affairs (HCFA) and the House Committee 
on Oversight and Government Reform (HOGR). HCFA reported the bill on July 16, 
2008. An identical bill was introduced in the Senate, S. 3426, on August 1, 2008, and 
was referred to the Senate Committee on Foreign Relations (SFRC). The SFRC 
reported the bill, without amendments, on September 23, 2008. 

The major difference between the Administration’s proposal and the current 
legislation is that the Administration, while proposing to eliminate the pay difference 
over two years, also seeks to develop a new performance-based worldwide 
compensation system for the Foreign Service. H.R. 3202 and S. 3426 would 
eliminate the pay differences over three years without reference to developing a new 
performance-based system. AFSA states that the Foreign Service personnel system 
is already performance-based, and the pay adjustment proposals eliminate an 
unintended inequity. Others with concerns about the legislation, however, state this 
is basically a pay increase for the Foreign Service and question whether increases are 
needed because of the benefits and allowances Foreign Service personnel generally 
receive when posted abroad. This report discusses (1) the legislative background 
leading to a proposal to change the compensation system, (2) the current Foreign 
Service personnel system and why the Foreign Service views it as already 
performance-based, (3) an examination of why the Foreign Service and the 
Administration are both requesting that Congress change the compensation system, 
(4) an examination of H.R. 3202 and S. 3426, the “Foreign Service Overseas Pay 
Equity Act of 2008,” and (5) some issues that Congress might be asked to consider. 
This report may be updated. 
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Proposals for a New Foreign Service 
Compensation System in the 1 10 th 

Congress 

Most Recent Legislative Developments 

The “Foreign Service Overseas Pay Equity Act of 2008,” H.R. 3202, as 
amended, would eliminate, over three years, the pay difference between those 
Foreign Service personnel serving in Washington, D.C. and those serving abroad 
who are not eligible for a locality pay adjustment. This bill was referred to both the 
House Committee on Foreign Affairs (HCFA) and the House Committee on 
Oversight and Government Reform (HOGR). On July 16, 2008, HCFA favorably 
reported the bill by voice vote. On August 1, 2008, an identical companion bill was 
introduced in the Senate, S. 3426, and referred to the Senate Committee on Foreign 
Relations (SFRC). On September 23, SFRC considered and reported S. 3426, 
without amendments. 

On July 16, 2008, the Senate Committee on Appropriations reported its FY2009 
Department of State, Foreign Operations and Related Programs appropriations bill, 
S. 3288. In its bill, the Senate Appropriations Committee met the Administration’s 
request for funding needed to eliminate the existing 20.89% pay differential over two 
years. 



Introduction 

At a time when 55% of U.S. Foreign Service personnel are serving at a hardship 
and/or danger post, the 1 10 lh Congress, in its closing days, may choose whether and 
how to address an issue that both the Department of State and the Foreign Service 
consider to be a high priority personnel issue — the elimination of a 20.89% pay 
difference between service in the Washington, D.C. and service abroad for the vast 
majority of the members of the Foreign Service below the Senior Foreign Service 
level. The pay difference is the result of federal locality pay laws not covering the 
salary of federal employees posted abroad. While opponents question the need for a 
change in the compensation system because of the other allowances and benefits that 
Foreign Service often get when serving abroad, proponents for the elimination of the 
pay difference contend that the disparity has negative implications on the morale of 
the Foreign Service, considerations about overseas assignments, and possibly 
eventually on retention. Both the Department of State and the American Foreign 
Service Association (AFSA), the professional association and the recognized 
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bargaining agent for the Foreign Service, said the elimination of this pay disparity is 
very important to them. 1 

Legislative Background in the 109 th and 110 th Congresses 

During the 109 th Congress, Republican and Democratic leadership of both the 
House Committee on International Relations and the Senate Committee on Foreign 
Relations worked to resolve this pay differential issue by developing a proposal 
called the Foreign Service Compensation Reform. The Administration had agreed to 
the creation of a new Foreign Service pay compensation system if it were 
performance-based. This proposal — developed through negotiations among the 
House and Senate committees, the Administration, and AFSA — would have (1) 
placed the Foreign Service compensation system on a pay-for-performance (PFP) 
basis with pay adjustments made only on the basis of performance and not longevity, 
and (2) eliminated the current pay difference by creating a new worldwide pay 
structure at the Washington, D.C., salary level over two years. 2 However, reportedly 
due to concerns among the House floor managers as to whether there was sufficient 
support for passage, 3 this proposal was not included in the final version of H.R. 6060, 
the Department of State Authorities Act of 2006, which was originally intended to 
carry the Foreign Service Compensation Reform proposal and a few other provisions. 
H.R. 6060 was passed by the House and Senate, and enacted as P.L. 109-472. 

For the 1 10 th Congress, the Administration, in its FY2009 budget request, urged 
the enactment of legislation creating a new performance-based compensation system 
for the Foreign Service along the lines of the 109 th Congress PFP compromise, and 
requested the appropriation of $35.9 million to implement the first of two phases of 
the new compensation system. On July 16, 2008, the Senate Appropriations 
Committee reported its FY2009 State Department/Foreign Operations and related 
programs appropriations legislation, S. 3288. This bill provided sufficient funding 
levels to meet the Administration’s request. 

On the same day, the House Committee on Foreign Affairs (HCFA) favorably 
reported the “Foreign Service Overseas Pay Equity Act of 2008,” H.R. 3202, as 
amended, which, without providing for a performance-based pay system, would 
eliminate the pay disparity over three years. This bill, which was introduced by 
Representative Chris Smith and has 29 cosponsors, was referred to both HCFA and 



1 Steve Kashkett, AFSA State Department Vice President, “AFSA Opinion Poll Results 
Highlight Disturbing Trends,” AFSA News, Foreign Service Journal, January 2008, pp. 57- 
61. Of the nearly 11,600 active duty, State Department Foreign Service Officers and 
Specialists, 4,300 members of the Foreign Service responded to a recent AFSA poll and 
indicated that 70 percent of the respondents attached “high importance” to correcting the 
disparity, and 21 percent gave it “medium importance.” 

2 For an explanation of the details of the negotiations and the compromise reached in 
developing the Foreign Service Compensation Reform proposal, see CRS Report RL3372 1 , 
The Foreign Service and a new Worldwide Compensation System, by Kennon H. Nakamura. 

3 Harry K. Thomas, Director General of the Foreign Service, Wither Efforts to Close the Pay 
Gap?, Unclassified State Department cable State-16887, Department of State, December 
2007. 
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HOGR. On August 1, 2008, Senator John Kerry, with five cosponsors, introduced an 
identical companion bill, S. 3426, which was referred to the SFRC. On September 
23, 2008, the SFRC considered and reported S. 3426 without amendments. 

Foreign Service Personnel System 4 

The Foreign Service personnel system, like the Civil Service system, has salary 
ranges associated with various ranks, and within those ranges there are “step 
increases” in salary that a person can receive over time, even without a promotion. 
While the Administration is seeking changes to the personnel system to make it 
performance-based, Foreign Service personnel believe that its personnel system is 
already a performance-based system. Members of the Foreign Service point to 
elements of their personnel system, such as annual promotion reviews by independent 
promotion panels instead of by one’s supervisor, an “up-or-out” system with specific 
time limits for promotions, and a mandatory five percent low ranking requirement 
that can lead to separation from the Service that, they believe, makes it performance- 
based. Former AFS A President, Ambassador J. Anthony Holmes, said, “The reality 
is that the present FS personnel system, with its rank-in-person, not in-job, annual 
evaluations, and competitive up-or-out system is inherently PFP already.” 5 

Background. The Foreign Service personnel system, which is separate and 
quite different from the Civil Service system, was created under the authorities 
provided by the Foreign Service Act of 1980 (P.L. 96-465; 22 U.S.C. 3901 et seq.). 
In 2008, there are currently about 1 1,500 State Department Foreign Service Officers 
and Specialists, 6 with two-thirds of them serving abroad at over 260 posts and 



4 The discussion of the Foreign Service personnel system is basically a discussion of the 
State Department’s system, because most of the Foreign Service personnel are from the 
State Department. All Foreign Service personnel are covered under the Foreign Service Act 
of 1980 (P.L. 96-465; 22 U.S.C. 3901 et seq.) Sec. 203 of the act, “Compatibility Among 
Agencies Utilizing the Foreign Service Act Personnel System,” states that agencies utilizing 
the personnel system established by the Act shall administer their personnel system, to the 
extent practicable, in a manner that will assure maximum compatibility among the agencies. 

5 J. Anthony Holmes (Amb. ), “President’ s Views: The Pay-for-Performance/OCP [Overseas 
Comparability Pay] Trade-Off: Poisoned Chalice or Win-Win,” Foreign Sen’ice Journal, 
April 2006, p. 5. 

6 At the Department of State, there are approximately 1 1,500 Foreign Service Officers and 
Specialists. Of these, approximately 6,600 are Foreign Service Generalist Officers, and 
about 4,900 are Foreign Service Specialists. Foreign Service Specialists provide a wide 
range of serves from medical support to computer and communications service at U.S. posts 
and missions abroad. There are approximately another 1,500 Foreign Service personnel 
serving in Washington, D.C. and abroad from foreign affairs agencies other than the State 
Department — Foreign Service Officers and Specialists in the United States Agency for 
International Development (USAID), Foreign Commercial Service (FCS) Officers at the 
Department of Commerce, Foreign Agricultural Service (FAS) Officers with the Department 
of Agriculture, and those with the Broadcasting Board of Governors. Because these Foreign 
Service personnel from other foreign affairs agencies are also affected by the limitations of 
Locality Pay adjustments, they too experience the pay difference between service in 
Washington, D.C. and service abroad. Legislation that would adjust this situation are aimed 
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